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VIRGINIA:

IN IIE)l

BEFORE THE VIRGINIA GAS AND OIL BOARD

Application of Oxy USA, Inc.
for Forced Pooling of Interests in a Drilling Unit

AffectecI by Well Number CMB I Z-S, VGOB 0430-114 in th
South Grady Magisterial District of Buchanan County, % irginia

s cause came on this ay of April, 1991, upon eth30th d

applicaticn of Oxy USA, Inc. requesting that this Board pool the

interests of well operators in the 80-acre (plus a tols."ance of

158) drilj ing units established for the Oakwood Coalbed Methane

Field in t ze South Grundy Magisterial District of Buchanan County,

Virginia. Notice of the filing of the application herei:i and of

the time, date and place of the hearing thereon was uly and

properly gLven to each well operator of record having an interest

in the occLuded coalbed methane gas below the Tiller seas of coal

underlying the tracts within the drilling unit covered hiireby as

required b p Section 45.1-361.19of the Code of Virginia, 1950 as

amended. The Board examined the Notice as given and further

conducted Lnquiry into the sufficiency of Oxy USA, Inc.'i search

to determine the names and whereabouts of well operators who may

be affecte<L by the pooling of occluded coalbed methane g~'s below

the Tiller seam of coal in the drilling unit involved here. 'n. The

Board finds that Oxy USA, Inc. has exercised due diligence and has

conducted c, meaningful search of reasonably available so~~rces at
hand, including, but not limited to, grantor/grantee indexi:s, deed

books, will records, tax records, local telephone books and has had

conversations and correspondence with interested partieii. The
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Board he:.eby approves the notice given, by public :ion and

otherwise, as meeting the statutory requirements, rul» I of the

Board and minimum standards of state and federal due proi:ess, andoi,ess an

finds tha1: notice has been given in all respects as requix sd by law

and the miles of this Board.

Baseil upon the evidence presented, the Board finds that the

following named persons may be owners of occluded coalbei', methane

gas interasts below the Tiller seam of coal, which ire held

pursuant 'o a lease or other agreement, in the dril

involved herein who have not voluntarily agreed to p

interests in this unit for its development and operation

1. Frank @ward, his heirs, devisees, successors or
Address unknown

.ng unit

>1 their

assigns,

2. James A. Tiller, his heirs, devisees, succe
assigns, Address Unknown

sore or

:hat, in

ent the

of all
as with

ars and

iho have

ient and

ired to

seam of

rms and

iitions

Ln this

Based upon the evidence presented, the Board finds

order to ivoid the drilling of unnecessary wells, pre

various types of waste and protect the correlative right

owners and potential owners of occluded coalbed methane

respect tc the drilling unit involved herein, the o

potential owners of occluded coalbed methane gas involved

not heretofore reached an agreement with respect to develo

operation c f the drilling unit covered hereby shall be re

pool their coalbed methane gas interests below the Tiller

are found, after consideration of the evidence presented

coal for the development of this drilling unit, upon the ti,

conditions set out in this order, all of which terms and co i
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cause, tt be supported by substantial evidence and to be just,
reasonable and equitable and such as will afford each occluded

coalbed methane gas owner and potential owner in this unit the

opportuni".y to recover or receive just and equitable share of

production from this unit.

Based upon the evidence presented at the public h

this matt«r, the Virginia Gas and Oil Board orders as fo

aring in

lowe:

(1) The interests of well operators, as named abov , in this

80-acre (o ith a tolerance of 15%) drilling unit establish~.d in the

lands involved herein for the Oakwood Coalbed Methane Gas Iield are

hereby pooled for the development and operation of this u

USA, Inc., is hereby authorized to drill, complete and

well in this drilling unit so as to produce occluded

methane gas from the pooled acreage, consistent with the

provisions of its applicable well work permit and the Oakw

Rules.

(2) \,'ach owner or potential owner of occluded coalbe

it. Oxy

perate a

coalbed

arms and

vd Field

methane

gas below Ae Tiller seam of coal involved herein, other :han Oxy

USA, Inc., shall, within 30 calendar days after the date o mailing

this Order, deliver to Oxy USA, Inc., P. O. Drawer {},Ri:hlands,

VA 24634, a written election either to participate in the

operation vf the well covered hereby or to exercise szi:h well

operator's right of election under this order as describei: below.

A timely election shall be deemed to have been made i
operator or or before the last day of such 30 calendar da

a well

period

has sent su:h written election by telegram or telegraph to i:xy USA,



800K 37$ ppg 442

Inc., or has had such written election duly postmark'nd has

placed st.ch written election in the United States mail, first
class, postage prepaid, duly addressed to Oxy USA, Inc,, at the

address sat forth above. The alternatives afforded to

operators herein pooled are set forth below.

Each occluded coalbed methane gas well operator or

well oper<.tor herein pooled claiming an interest as to th

coalbed asithane gas below the Tiller seam of coal derive

tract wit >in the drilling unit involved herein is acc

following options as to such interest:

(a) Particioation: To participate in the working

the well

iotential

occluded

from any

rded the

interest

in and tho development of th e occluded coalbed methane g as below

the Tilles seam of coal in the drilling unit involved t.>rein by

agreeing 1:o pay such well operator's proportionate pari of the

actual cos" of drilling, completing, equipping, operating, plugging

and abandcning of the well covered hereby and by payin as set
f

forth herein, to Oxy USA, Inc., such owner's proportionat» part of

the $23S,7 )9.00 estimated cost of drilling, completing, ec,iipping,

operating, plugging and abandoning of the proposed well covered

hereby. A participating well operator's proportionate pax: of the

anticipateil cost of completion and share of the production from

such well shall be in the proportion that the number of ne

acres in the unit covered by the occluded coalbed met

rights owned by such party bears to the entire number of
acres in ttiis unitK or

mineral

one gas

mineral
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(b) carried interest: In lieu of participatinI in the

working I nterest in and the development of the pool in this

drilling imit, as set forth in subparagraph (i) above, ts elect to

share in ice operation of the well covered on a carried ltasis (as

a carried well operator) so that the proportionate pas: of the

actual cost of drilling, completing, equipping, operating, plugging

and abandoning of'uch well allocable to such car ed well

operator's interest is charged against such carried well o erator's

share of production from such well. All of such carr i.ed well

operator's occluded coalbed methane gas rights below th s Tiller

seam of ccal in the pool in the drilling unit involved hs rein are

relinquished under this order to Oxy USA, Inc. until the proceeds

from the sale of the share of production from such well accruing

to such carried well operator's unleased interest in the trilling

unit involved herein, exclusive of any royalty, e ".ess or

overriding royalty, or other non-operating or non-cost bearing

burden reserved in any lease, assignment thereof or Ireement

relating thereto covering such interest, equals three hundred

percent (3004) for a leased interest or two hundred percen . (200%)

for an unluased interest of the share of the cost of dril, 'ing and

completing the well allocable to the occluded coalbed metI'ane gas

interest o.,'uch carried well operator; plus one hundred percent

(100%) of the carried operator's share of the cost of

equipment keyond the wellhead connection of such well allo
the interest of such carried well operator; ~s one

percent (100%) of the share of the cost of operating s

surface

able to

hundred

h well
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allocable to the occluded coalbed methane gas interes of such

carried wisll operator. Such carried well operator's proK >rtionate

part of the costs of, and the production from, the wel covered

hereby is to be in the proportion that the number of nel, mineral

acres in the unit covered by the occluded coalbed meL'mane gas

interest iwned or potentially owned by such carried well

bears to 1Lhe entire number of mineral acres in such unit

the perioi of time Oxy USA, Inc. is entitled to rec

operator

During

Lve such

carried well operator's share of production or the proceeds

therefrom, Oxy USA, Inc. shall pay all applicable priLduction,

severance, excise, gathering and any other taxes based upon or

measured by the value or amount of production and shall si~parately

calculate and pay to such carried well operator for paymer t to the

appropriate owner any royalty, excess or overriding royalt, and any

other non-operating or non-cost bearing burden reserve» in any

lease, assignment thereof or agreement relating thereto irhich is
deducted i:rom the share of production of such carr> sd well

operator. Such royalty, excess or overriding royalty a d other

non-operat,.ng or non-cost bearing burden is not to be sui)ect to

any charge for operating costs. Payment by Oxy USA, Inc. to such

carried we.L1 operator of any such royalty, excess or ov'irriding

royalty or other non-operating or non-cost bearing burden shall be

made within ninety (90) days after the end of the calend)ir month

within whi:h the production subject to such burdens ii sold.

Within sixt.y (60) days after the completion of the well overed

hereby, Oxy USA, Inc. shall furnish such carried well ope ator an
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inventory of the equipment in and connected to such we 1 and an

itemized statement of the cost of drilling, comply.:ing and

equipping such well for production; and for each month thiireafter,

during ths time Oxy USA, Inc. is being reimbursed as provided

above, Oxr USA, Inc. shall furnish to such carried well operator

an itemiziid statement of all costs and liabilities incur id in the

operation of such well, together with a statement of the quantity

of occlud4id coalbed methane gas produced therefrom and 4 e amount

of proceec.s realized from the sale of the production alii:cable to

such carried well operator's interest in the unit du ing the

preceding month. Oxy USA, Inc. shall also furnish to the,'ate Gas

and Oil Inspector, copies of the same statements furnisheil to each

carried we'll operator under the provisions hereof. An amount

realized from the sale or other disposition of equipmeiit newly

acquired in connection with any operation on the well covered

hereby whi& would have been owned by such carried well operator

had such owner participated therein as a participat> ig well

operator shall be credited against the total uncovered w '.1 costs

in determining when the interest of such carried well operator

shall reve>C to such owner as described above. When Oxy A, Inc.

recovers f:.om such carried well operator's relinquished Interest

provided fcr above, the relinquished interest of such carr ed well

operator shall automatically revert to such owner, and >'~om and

after such reversion, such carried well operator shall be treated

as a partic ipating well operator and shall own the same

in such well, the material and equipment in or pertaining

interest

«hereto



i+

sooi( 3VS ex 446

and the production therefrom, as such owner would l~ave been

entitled to had such owner participated initiall( as a

participa ing well operator in the drilling, comply:ing and

equipping of such well; and thereafter, such owner shall k > charged

with and shall pay the owner's proportionate part of thI further

costs of 1>e operation of such well.

(c) cash consideration: In lieu of participatinii in the

working interests in and the development of the drill Lng unit

involved herein, any owner of an unleased interest may sleet to

receive a sum of ONE DOLLAR ($1.00) per net mineral acre owned by

such owne>, plus a total royalty in the amount of one-~ii.ghth of

eight-eighths (1/8th of 8/8ths) of. the occluded coalbed me hane gas

and gas ccndensate produced from the well covered by thi I Order,

the same ti> be delivered into the lease tanks or into the p kpelines

to which isuch well is connected, free and clear of al costs,

expenses and risks incurred in or in connection with 8 .illing,

equipping, operating, completing, plugging and abandoning of such

well. Any well operator electing this option shall delivi~r under

this Order a net revenue interest of 87.50% of 8/Sths of the

occluded coalbed methane gas and gas condensate produced :'rom the

well covering by this Order, with such net revenue intere t being

determined by deducting from such owner's share of produc ion the

royalty prcvided for immediately above; and provided further, that

such royalty of 1/8th of 8/Sths and such net revenue inti~rest of

87.504 of 8/Sths shall be proportionately reduced and paya'.:le only

in the proportion that the number of net mineral acres in the
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drilling snit covered by the occluded coalbed methane g is rights

owned by such well operator bears to the entire number c: mineral

acres in ".his unit; or

(3) In the event a well operator, either an om ir of an

occluded coalbed methane gas lease or an owner of an unleased

tract, whi> is subject to the provisions of this Order s'all fail
to timely and properly elect, in writing, one of the a plicable

options aA! set forth above, such well operator shall be i eemed to

have elected not to participate in the working interest in the well

covered hereby and shall be deemed to have leased his in!,crest in

the occluded coalbed methane gas to the designated coalbeil methane

gas well cperator. In the event a well operator, either an owner

of a lees~i interest or an owner of an unleased interes who is
subject to the provisions of this Order shall elect to fact as a

participating well operator under 2A.(i) or B.(i) above, w iichever

is applicavle, but thereafter fail or refuse to pay or se:ure the

payment of such well operator's proportionate part of the cost of

the well iiovered hereby as set forth in such provisio! s, such

election tii act as a participating operator under this Ordi ir shall

be null anc void and such well operator shall become a carr .ed well

operator ciinsistent with the terms and provisions of this Order.

(4) ]:f any payment of bonus, royalty payment or othe payment

due and ow:.ng under this Order cannot be made because thi! person

entitled thereto cannot be made certain due to conflictini claims

of ownership and/or a defect or cloud on the title, then si:ch cash

bonus, royalty payment or other payment shall be deposited into an



800K 375 PlsE 445

escrow ac:ount within one hundred eighty (180) days after the date

of this Order and shall not be commingled with any fun s of the

applicant or unit operator. Such funds shall be helci for the

exclusive use of, and sole benefit of, the person entitlsil thereto

until such funds can be paid to such person(s) or tlute holder

relinquis)ies such funds to the Board as required by lc e or the

Board. Attached hereto is a listing of all persons whose interest

!
is uncertc,in.

If any person whose interest is pooled hereby re .'uses to

accept thai cash bonus consideration or if any such pere<in cannot

be paid t)ie cash bonus, royalty payment or any other pa) aent due

hereunder for any reason other than the reasons set fort,x above,

the unit operator may deposit such cash bonus, royalty pc,ament or

other paymant into an escrow account established in the ac::ounting

records of unit operator and such funds shall be creditec to such

account foe the benefit of such person. Such funds so d >posited

in such escrow account shall be held for the benefit of the

person(s) antitled thereto until such funds can be paid

person(s) or until they are required to be paid

Commonweal'.

Within thirty (30) days of the expiration of any

to such

to the

and all
election pc,riods provided in paragraph 2, the designated i perator

shall tender to the State Gas and Oil Inspector a ni tarized

statement of all disputed claims, specifically, incli ding a

breakdown of the type of interest, mineral ownership and per:entage

of ownersh.i~p. This statement shall be used in creat ng and

10
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establishing the escrow accounts required by this Order If any

changes is the status of conflicting claims occur, the diisignated

operator iahall immediately notify the State Gas and Oil :nspector

and within thirty (30) days submit an amended disputiii claims

statement

With:.n 30 days of receipt of a certified copy of i,he final

legal deta rmination of entitlement or upon receipt of an greement

signed hy all claimants, the Board shall order payment of i,rincipal

and accrued interest from the escrow account described above to

!
all persors legally entitled thereto.

(5) Any well operator involved herein who has not appeared

in respond,e to the notice of hearing published pursuan( to the

provisions of Section 45.1-361.19, Code of Virginia, ,'950, as

amended, and whose identity or whereabouts remains unknov > at the

conclusion of the hearing in this matter shall be deemed to have

elected to lease his interest to the coalbed methane to i he well

operator dnsignated to drill as described in paragraph 1, u >der the

same terms and conditions as set forth in paragraph (c,~ above.

The desicp ated well operator shall deposit into a si,parate,

distinct :.nterest-bearing escrow account established hy the

Virginia Gas and Oil Board with the Treasurer of Virgi iia all
proceeds attributable to the unknown lessor's interest. .Ill sums

so depositod shall be held for the unknown lessor's bene Kit and

shall be deemed unclaimed property and disposed of pursuant to the

Uniform Disposition of Unclaimed Property Act (Section 5Ji-210.1,



(6) Any cash bonus which becomes payable by Oxy IISA, Inc

under the provisions of 2(c), above, shall be paid or tendered

within thirty (30) days after the date of this Order; iirovided,

however, f the owner entitled to such funds releases the same, or

if such oimer's interest in the unit involved in this ca:se has a

defect or cloud in the title thereto, or if such owner i,annot be

paid such funds for any reason whatsoever other than thI reasons

set forth in paragraph 2 and 3 above. Oxy USA, Inc. mai deposit

(credit) such funds due such party into an internal escroi account

established in the accounting records of Oxy USA, Inc. and such

funds sha] 1 be credited to such account for the benefit of such

owner. Such funds so deposited (credited) in such escrost account

shall be held for the benefit of the owner entitled there:o until

such funds can be paid to such owner, or such owner acce >ts such

funds, or until such title defect or cloud is cured or rc iioved to

the satisfaction of Oxy USA, Inc.

(7) i)xy USA, Inc., in addition to any other rights ifforded

such party under the laws of Virginia, shall have a lie on the

mineral lc,asehold estate or rights owned by the oth !r well

operators )nvolved herein in the unit covered hereby and upi'heir
shares of the production from the well covered hereby to thi, extent

that costs incurred in the development and operation of the

drilling mit involved herein are a charge against such in1 crests.
Such liens shall be separable as to each separate well oper tor and

shall remain a lien until all costs incurred in connection iiith the

well have been paid. Upon the failure or refusal any

12
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participating well operator to pay such well c >erator's

proportio.'>ate part of any cost incurred hereunder in ci>nnection

with the well covered hereby, shall be entitled to re eive the

share of production from the well accruing to such di,faulting

participating well operator's interest in the unit involvei( herein,

or the pr<>ceeds from such share, until such proportionat~ part of

such cost has been paid. No part of the production or proceeds

accruing to any participating well operator shall be appli»d toward

payment o).'osts chargeable to any other interest in s>i A unit.

If any paiCicipating well oPerator fails or refuses to >ay such

well operator's proportionate share of the cost incurred h areunder

in connection with the well covered hereby within sixty i 50) days

after rendition of a statement therefore by Oxy USA, Inc., the non-

defaulting participating well operators, including Oxy U.',l, Inc.,
shall, upo:a request by Oxy USA, Inc., pay the unpaid amours: in the

proportion that the interest of each such non-de .'aulting

participat Lng well operator bears to the total interestii of all
such non-defaulting well operators. In such event, ea:h non-

defaulting participating well operator so paying su: h well

operator's share of the unpaid amount shall, to obtain

reimburseaw,nt thereof, be subrogated to the lien rights d>iscribed

above.

(8) If the well involved herein has not been commence d as of

the date o~.'his Order, shall commence or cause to be c<i»menced

operations on such well within three hundred and sixty-f) re days

(365) days from the date of this Order and in any event shall

13
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continue i)r cause to be continued operations under this ..der with

due diligence; otherwise, the provisions thereof i hall be

inoperati re and this Order shall terminate, except for any cash

sums becaaing payable hereunder, unless the time of co iencement

of such o)aration is extended by an Order of the Board.

(9) Oxy USA, Inc. shall, within thirty (30) da s, after

completio>i, tender to the State Gas and Oil Inspector an itemized

statement reflecting the actual cost of drilling, e uipping,

completinc, plugging and abandoning the well. Additional itemized

statemente reflecting actual operating costs shall be fur ished to

the State Gas and Oil Inspector on a quarterly basis. If the

actual commits of drilling, completing, equipping, plug ing and

abandoning the well is different than Oxy USA, Inc.'s ea:imates,

appropriate adjustments to the burdens imposed i: n each

participating or carried operator's share shall be made.

(10) Oxy USA, Inc. shall cause a certified copy of tl:its Order

to be mailed to the last known address of each well ope ator as

listed in >is Order.

The relief granted by this Order is to avoid the dri

unnecessar) wells, prevent the various types of waste or

coalbed methane gas and protect the correlative rights

owners with respect to the pools in the drilling unit

herein.

ling of

ccluded

of all
nvolved

Done this 9/ day of f//~, 1991, by a majority of
/

the Virginia Gas and Oil Board.
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Done and performed this
1991, by order of this Board

3/ day of /BC'< i

Phlg5ipal Executivr& to 1 ae Staf f,
girginia Gas Shd Oi Board

15
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State of Virgin La
County of tfashitgton ~ /OP
Acknowledged an this 3+ day of / < /CXXii o 1991
personall'y bef ore me a notary public in and for ~the State of Viri Inla

~nny Wampler, being duly sworn did depose and say that I > is
n Og ths Virginia Gas and Oil Board, that he executed the saai and

~u ~ ''. do so ~~M.diwch~
. ~

etpires 9/2S/92

//IBSam~W Virgin/ a
County of tfashir gton ~fDP

P "em this RJ day of /P7~ 199+
gfe zng.4etire me a notary public in and for tlfe State of Virg: sia

on fhaaas Pulmsr, being duly sworn did depose and say that bi is
ur.~irc 'ut lve to the Staff of the Virginia Gas and Oil Board, tha, he

e-'.sana nd was authorised to do so.

'„,Ootg PqQlc
~ieeaSlfision ex wires 9/2S/92

VIRGINIA. In the Cle k's OfBcc of the Circuit Court of Buchanan County. The foregoing instrumi nt

wss this dsy presented in ti/g pfgpe sfotussid up+a, together with the ccrttficstc of scknowludgmcnt saner i d,

Deed Book No..5.3k...snd P sgc No.Md9....
TESTE:./2~&44(...P.,P~.Gl, I
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